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most cases used to characterize the balance of payments as a whole, is always 
the same in the indication and  almost identical to the trade balance in the 
volume13. 
It is obvious that the income from  foreign trade of the Republic of 
Belarus significantly depends on the economic situation of Russia as the main 
foreign trade partner. According to experts the Russian economy is expected to 
have a sharp decline due to the fall in oil prices, as well as the introduction of 
international sanctions in the coming years14.Taken this into consideration, 
Belarus is supposed to meet considerable difficulties in the implementation of 
export goods and attraction of foreign investments to the country. 
Besides, the existence of a negative current operations balance means 
that the country cannot do without the attraction of external resources which 
are necessary for covering the deficit of the balance of payments and financing 
economic growth. Permanently increasing the size of external borrowing in 
the presence of inefficient economic management will only worsen the 
situation in the national economy. According to experts, the attraction of 
currency in the form of share capital on condition of the implementation of 
such investments into effective projects can become one of the possible 
solutions to this problem. 
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2. Effectiveness in the management  
of local government finances 
 
 
2.1. Introduction 
 
The subject of rationality and effectiveness of public finance 
expenditure by the state and units of territorial self-government aiming at 
carrying out set tasks is very stressed nowadays. It results from the fact that 
the level and structure of public spending are strictly connected with the 
financial condition of the state and affect the level of public deficit.  
The lack of financial means for the execution of tasks set to local 
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governments forces their authorities to manage available public resources in 
such a way so as to achieve the biggest effects taking into account available 
expenditure.  Managing public funds is exposed to evaluation both in terms of 
quality and effectiveness by the community burdened with public levies. To 
make the evaluation and verification objective, appropriate methods and tools 
for the measurement should be applied.  
 
2.2. The core of the management of commune finance 
 
The management of the finance of a unit of a local government is a part 
of managing the whole unit. Traditionally, management is considered as a 
process consisting of planning, organizing , conducting and controlling. This 
approach is the basis for treating it as a process, i.e. a sequence  of useful activities 
characterised by their particular effectiveness as well as rationality aiming at, from 
a society point of view, a beneficial way of spending public resources.  
Managing local finance is a very wide concept and due to that,  requires 
to be defined. A financial potential combined with the proper finance 
management is the condition for the appropriate functioning and 
development of units of territorial government. The most important factors 
for a rational management of local finance are: expenditure and its structure, 
priorities of developmental projects, obtaining funds aimed at fulfilling tasks 
and undertakings as well as prioritizing them. Local finance is the area where 
all the consequences of improper management are clearly noticeable16.  
In the process of management, finance allows us to provide answers to 
a number of questions: 
 What level of a commune development can be achieved, taking into 
account all the provided goods and services? 
 What specific assets can be maintained, and what new ones can be 
obtained? 
 What is the total value of the capital that has to be used to  fulfill 
tasks set by units of territorial governments? 
 What funds should be obtained to fulfil the set goal? 
The process of managing local finance is actually the process of making 
decisions concerning: 
 management of the collection of the funds 
 management of the ways of using available resources.  
While taking decisions, it is necessary to use appropriate analytical tools 
and numerous financial instruments. To eliminate wrong financial decisions, 
                                                          
16 A. Kożuch, Zmiany w zarządzaniu finansami lokalnymi, Ekonomika i Organizacja Gospodarki 
Żywnościowej,  SGGW, Warszawa 2008, nr 65, p. 122. 
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we can follow a rational model of making decisions (Figure 2.1). The model 
assumes that the most effective decisions are the result of applying a four-
stage process of analysing the situation: working out alternatives of solutions, 
evaluating each possibility and choosing the best option, then applying the 
decision and observing the results17. 
 
Fig. 2.1 
Rational model of ma king decisions 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: J.A.F. Stoner, R.E. Freeman, D.R Gilbert, Jr., Kierowanie, PWE, Warszawa 1999, p. 249. 
 
The process of making decisions depends on economic and social 
factors, which determine the needs of the local community, on the resources 
available in a commune as well as  on the organisational structure of local 
authorities which in turn is dependent on legal regulations. 
Taking everything above into consideration, it can be stated that the 
main areas of finance management include: 
 determining the size and structure of budgetary income by defining 
ways and sources of obtaining it, 
 determining the size and structure of expenditure connected with 
conducted current and investment activities, 
 determining relations between income and budgetary expenditure 
ensuring the maintenance of an economic and financial balance.  
The subject literature indicates two models of finance management: a 
traditional model and an active one. Funds and providing units of territorial 
government with rules, processes and information necessary to ensure 
efficient and effective ways of using the resources and meeting legal 
                                                          
17 J.A.F. Stoner, R.E. Freeman, D.R Gilbert, Jr., Kierowanie, PWE, Warszawa 1999, p. 238. 
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requirements connected with the area of financial decisions are the core of 
the traditional model. It is also based on a one-year budget structure and one-
year reporting. The model of active finance management looks at the process 
of finance management in a complex way and includes the total  process of 
collecting and spending funds, and making decisions within the scope. It 
applies modern methods of budgetary procedure. In the model, budget 
income and expenditure are developed in a yearly and long-term cycle 
considering the calculation of costs and benefits with the use of strategic 
instruments of unit management.  
Polish local governments, while managing finance, use the model 
similar to the administrative one with a few elements of strategic 
management. The model is evaluated as a negative one, taking into account 
an effective use of available resources and the goals achieved. More and more 
territorial governments are trying to include new mechanisms in the 
management process aimed at the rationalisation of the financial economy.  
 
2.3. Effectiveness and its measurement barriers in units of local government 
 
As far as the general economic understanding of effectiveness is 
concerned, it means optimization of relations between the expenditure and the 
effect. Such a definition of effectiveness is difficult to be linked to the activities of 
the public sector. The effect is connected with the goal of the steps taken, which 
will enforce qualitative or a quantitative approach to the measurement18. 
The effectiveness of finances treated as a collection of economic 
relations in a form of cash flow between participants of a business activity greatly 
depends on the appropriateness of choice and correctness of the structure of 
financial instruments by means of which procedures, measurement processes 
and the exchange of produced goods and services are carried out19. 
Subject literature emphasises that an important  factor influencing the 
effectiveness of public finance including those of local governments is 
expenses20. That is the reason why the definition of the effectiveness of the 
                                                          
18 B. Filipiak, Efektywność w zarządzaniu finansami samorządowymi. Skutek kryzysu czy obiektywna 
konieczność?  Zeszyty Naukowe, Polskie Towarzystwo Ekonomiczne, Kraków 2011, p. 223.   
19 H. Sochacka-Krysiak, Niektóre problemy efektywności w gospodarce finansowej samorządu 
terytorialnego [in:] S. Wieteska, M. Wypych (ed.) W poszukiwaniu efektywności finansów 
publicznych, Wydawnictwo Uniwersytetu Łódzkiego, Łódź 2009, p. 192. 
20 S. Owsiak, Programowanie budżetowe warunkiem racjonalizacji wydatków publicznych, „Kontrola 
Państwowa” 2004, nr 1 specjalny, NIK, Warszawa, p.6; E. Kronberger-Sokołowska  Absorpcja środków 
Unii Europejskiej a racjonalizacja wydatków publicznych, [in:] J. Głuchowski A. Pomorska, J. Szołno- 
-Koguc (ed.) Ekonomiczne i prawne problemy racjonalizacji wydatków publicznych, UMCS, Lublin,  
p. 161.  
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system of finances suggested by B. Guziejewska may be appropriate. 
According to it, effectiveness means the condition in which public expenditure 
is shaped in such a way to achieve maximum social usefulness at a given 
level21. 
Another factor increasing the effectiveness of local government 
finances is decentralisation. Patrzałek indicates the fact that collecting and 
spending public funds is more effective when administrators of the funds are 
more closely connected with local and regional communities22.  
The effectiveness of public finances can be discussed when it is possible to 
determine expenditure and effects in a precise way, which is almost impossible to 
do in the sector of public finances. It results from the following points23: 
– difficulty or impossibility to determine the results of some of the 
spending particularly in a short period of time (f.e. expenses on national 
defense). Verification of the expenditure may be provided only in special 
situations, i.e. when a particular occurrence takes place, 
– difficulty to establish a relationship between the level and the 
structure of public expenses and actual costs borne by the  economy and 
society as a result of the spending.  
The problem exists in education and health service. There aren’t any 
problems to determine the relation between the amount of expenses and the 
number of services, f.e. the number of university graduates. However, it is 
more difficult to assess the relation between the expenditure and the level of 
knowledge of graduates.  
A significant problem limiting the measurement of effectiveness is the 
lack of a theoretically established model level of goods and services  provided 
by the territorial sector, which could be considered 100% effective at a 
particular level of expenses.  
Another obstacle in measuring the effectiveness of territorial finances 
is the valuation of effects. The problem concerns prices that should be taken 
into the valuation as market prices for providing goods and services, are not 
always applied. Using different prices from the market ones precludes the 
measurement because they will not reflect the actual costs of producing 
particular goods or services.   
 
                                                          
21 B. Guziejewska, Efektywność finansów samorządu terytorialnego, „Gospodarka Narodowa”, 2008 
nr  5-6, p. 71. 
22L. Patrzałek, Finanse samorządu terytorialnego, Wydawnictwo Uniwersytetu Ekonomicznego we 
Wrocławiu, Wrocław 2010, p. 60. 
23 G. Kozuń-Cieślak, Mierzenie wyników aktywności sektora publicznego – podejście teoretyczne, [in:]  
B. Filipiak (ed.) Ekonomiczne i organizacyjne instrumenty wspierania rozwoju lokalnego i regionalnego, 
Zeszyty Naukowe No. 500, Uniwersytet Szczeciński, Szczecin 2008, p. 350. 
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2.4. Directions of  the measurement of finance effectiveness  
in the territorial sector  
 
The directions of spending public funds depend on the policy executed 
by the authorities of a self-governing unit. The core of public expenses is to 
fulfill the needs of the territorial community as well as to provide the proper 
development of a unit. The measurement of public expenses, including self-
governing ones, is necessary due to the following reasons:  
–  the pool of public expenses is always limited by legal and  
macroeconomic factors. It means that all expenses are competitive with one 
another , thus each decision to spend a sum of money from the public revenue  
on a particular aim, automatically limits other expenses , 
–  not all  expenses  in areas regarded as key ones,  lead to the 
improvement of the quality and accessibility of services  provided by public 
institutions. The easiest way to eliminate such  type of spending is to follow the 
rule, that  justification of expenses should be provided in the form of pointing 
out rational effects, possible to observe by the recipient of these services.      
Taking into account the activities of the local government sector, it is 
noticeable that there are easier and more difficult tasks to measure. We 
should not follow the pressure of ‘common immeasurability of public services 
and the effects of public expenses’24.  
The effectiveness of public finance including territorial ones can be 
measured at two levels: 
– the macroeconomic level – looking for relations  between the  
amount and structure of expenses and basic macroeconomic measures. The 
effects of public expenses are reflected by such indicators as: economic 
growth, inflation, unemployment25, 
– the microeconomic level – consisting of subject and object analysis. 
The former focuses on the way public funds are spent by particular 
administrators, whereas in the latter, the analysis concentrates on the amount 
and structure of public expenses. The achieved results of both analyses will 
allow us to determine whether the obtained public resources were used 
effectively by a particular administrator or a unit of the sector of a local 
government. 
A new model of public management that is being introduced into the 
activity of the sector of public finance indicates the need to measure the 
                                                          
24 W. Misiąg, Mierzenie zadań publicznych jako podstawa planowania budżetowego,  [in:] Głuchowski J., 
Pomorska A., Szołno-Koguc J. (ed.) Ekonomiczne i prawne problemy racjonalizacji wydatków 
publicznych, UMCS, Lublin, p. 154. 
25 J. Tomkiewicz, Jak mierzyć efektywność wydatków publicznych?, „MBA”2003, nr 1, p. 38. 
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effectiveness of public finance, including the territorial one. Applying this 
model aims at guaranteeing economy effectiveness, efficiency of public 
organizations, the improvement of provided services and their better 
suitability to diverse and changeable social needs26. The new model of public 
management shows the necessity to elaborate and use clearly set standards 
and measurements of activities and tasks execution as well as to use  control 
tools. Thus, it is necessary, not only to make measurements but also to 
conduct the evaluation of their results. It forms the basis for the results 
evaluation, which can be connected with the effectiveness and efficiency of 
the actions taken. New public management promotes the idea of the 3 E’s: 
economy, efficiency and effectiveness27. 
The challenge to measure the effectiveness of public finance was also  
take upn by a legislator on the basis of the concept of the new public 
management described above. On the one hand, he introduces instruments 
aimed at making measurements, on the other hand the legislator applies 
systemic and pro-effective solutions whose goal is to maximize the effects.   In 
the Act on Public Finance of 27 August 200928, a rule of effectiveness of spending 
available public finance was kept. Art. 44 of the Act indicates that public 
expenditure should be done in a deliberate and economical way, taking into 
account the rules of achieving the best results from the conducted spending, an 
optimal choice of methods and means to achieve previously set goals as well as 
the amount and dates resulting from cash liabilities29.  
The legal act indicates the following instruments aimed at the 
measurement and growth of effectiveness:   
– task budgeting, 
– long-term financial planning (a  long-term financial plan of the state, a 
long-term financial prognosis of a unit of the territorial government) , 
– managerial control. 
The instruments mentioned above are based on conducted 
measurements and evaluation of the degree of execution of the set goal and 
the conducted programmes, tasks, sub-tasks and activities. 
Subject literature as well as activities of the public sector indicate that 
evaluation and task budgeting are attributes of a modern state and they are 
the instruments that complement each other. It is also claimed that  there is a 
necessity to introduce benchmarking into the activities of units of the public 
                                                          
26 A. Zalewski, Nowe zarządzanie publiczne w polskim samorządzie terytorialnym, SGH, Warszawa 
2005, p. 7. 
27 B. Filipiak, Efektywność…, op. cit. p. 225. 
28 Ustawa o finansach publicznych z dnia 27.08.2009 roku, Dz.U. nr 157, poz. 1240 z póz. zm.  
29 Ibidem. 
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sector. Consistent implementation and appropriate coordination of advisable 
instruments may lead to a growth in the effectiveness of the allocation of 
public resources, i.e. the effectiveness of the incurred expenses30. 
The core of the task budgeting is planning and managing an activity of 
an organization through changing activities into tasks. It is created on the basis 
of a detailed material and financial plan of intentions, i.e. tasks that are to be 
performed by administrators. It is a departure from the traditional budgetary 
method towards pro-effectively oriented project tasks. Task budgeting is 
created in such a way that after accepting budgetary assumptions indicating 
income and operating expenses, available funds and the level of liabilities for 
a given year, planning data for units and departments containing priorities 
resulting from long term developmental programmes is prepared31. 
The implementation of a task budgeting system may bring a lot of 
benefits in the form of savings, as well as improving the quality of managing 
the potential of a unit of the territorial government.  
As mentioned before, effectiveness of activities can be improved only 
when there is precise and unambiguous knowledge on the things we were to 
achieve by such activities and what , and at what cost,  we have achieved. It 
means that it is possible, neither to measure the effectiveness, nor to require  
if the expected results and ways of measuring them are not defined32. 
A basic instrument allowing us to make measurements in task budgeting 
is an indicator. It should be used to evaluate the task execution or functions, 
taking into account the significance of the task, efficiency, effectiveness, 
usefulness and durability.  
Significance gives answers to the question to what extent the  task goals 
are important in relation to the occurring needs and priorities of the 
development of the state, effectiveness – how financial and material 
resources have been used to produce goods or achieve the main and specific 
goals, usefulness – whether the programme or the function will have influence 
on  the target group within the scope of fulfilling its needs. Durability means 
whether, and to what extent, changes are expected as a result of the 
programme closure33.  
                                                          
30 A.  Haber, M. Szałaj , Ewaluacja wobec wyzwań stojących przed sektorem finansów publicznych, 
PARP, Warszawa 2009, p.11. 
31 M. Wartalska, Gospodarka finansowa miasta. Podstawy teoretyczne i studium przypadku, 
Wydawnictwo Uniwersytetu Łódzkiego, Łódź 2009, p. 114. 
32 Raport. Budżet zadaniowy. Tom I. Budżet zadaniowy na rok 2008. Kancelaria Prezesa Rady 
Ministrów, Departament  Budżetu zadaniowego, Warszawa 2007, p. 19. 
33 E. Markowska-Bzducha, Budżet zadaniowy jako źródło mierników oceny działalności podmiotów 
sektora publicznego, [in:] Filipiak B. (ed.), Ekonomiczne i organizacyjne instrumenty wspierania rozwoju 
lokalnego i regionalnego, Zeszyty Naukowe Nr 500, Uniwersytet Szczeciński, Szczecin 2008, p. 370. 
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Indicators should create a system that will allow us to  evaluate the 
effects of the expenses paid. Such a system should be based on various types, 
and various levels of activities, processes, products and services. Indicators 
should directly unite the process, product, activity or services with the 
achieved results and incurred expenditure. Moreover, it should unite the 
programme, task, sub-task and activity. The system of indicators  should also 
enable a collection of data concerning the execution of the process, activities, 
tasks, service or product supplying as well as their economic and social 
effects34. 
After the evaluation of the efficiency of the public task execution,  
indicators of effectiveness and efficiency are the most important. The former  
measure the relation between the expenditure and the achieved results. They 
may be applied at the task and programme level. Whereas, the latter measure 
the extent of the achievement of the set goals. The indicators should be35: 
– direct – should be created in such a way as to show the execution of 
tasks in a detailed way, i.e. a number of new work places is a direct 
measure of supporting resourcefulness, 
– objective – while evaluating the indicator, there should not be 
ambivalence of what is being measured 
– adequate – treated as a group, should measure the goal achievement, 
be strictly connected with the task goals,  
– practical – when data can be obtained in due date and at reasonable costs, 
– reliable – should provide data of proper quality, on the basis of which 
important decisions can be made.  
Subject literature mentions one more way of dividing indicators: 
indicators of impact, result and product36. 
Indicators of impact allow us to evaluate the direct effects of a given 
programme, a task, a sub-task or an activity which occur sometime after 
supplying products or as a result of provided services or effect occurrence.  
Indicators of results determine the results of the implementation of the 
execution of a programme, a task, a sub-task or an activity, therefore output 
effects directly after the programme closure. They occur in the form of 
indicators of both effectiveness and efficiency.  
Indicators of a product show the extent to which a programme, a task, 
a sub-task or an activity has been completed in the short term. They allow us 
to measure effectiveness and efficiency.  
                                                          
34 B.  Filipiak , Efektywność…, op. cit., p. 231. 
35 Budżet zadaniowy. Materiały szkoleniowe. Kancelaria Prezesa Rady Ministrów, Warszawa 2007, p. 22. 
36 M. Dylewski, B. Filipiak, A. Guranowski, J. Hołub-Iwan, Zarządzanie finansami projektu 
europejskiego, C.H. Beck, Warszawa 2009, p. 224-225. 
Part 1.  EFFECTIVENESS OF MANAGEMENT AT REGIONAL LEVEL  
31 
The person responsible for managing territorial finances should make 
up the indicators so that they could show37: 
– specific goals, quantified for the programme, the task, sub-task or 
activity and their mutual consistency, 
– the achieved level of the implementation of the programme, the 
task, sub-task or activity in categories of physical advance, results 
and a fast impact at the appropriate level,  
– the progress of the execution of a long term financial plan including 
programmes to complete and  the budget. 
The adopted indicators should also be both precise and easy to be 
calculated. It is also important for them to be comparable to past periods and  
able to be verified with similar indicators.  
The instrument increasing the effectiveness in units of territorial 
governments is evaluation. It is connected with checking the level of the 
achieved goal and confirming the equity of the choice of instruments ( in the 
case of a positive opinion) or finding causes and factors of the failure ( in the 
case of a negative opinion). The use of evaluation allows us to assess the 
conducted activity in terms of38: 
– a close connection between the programme, the task, sub-task or 
activity and its financing (budget), 
– a close connection between the budget and reporting, 
– a profound analysis of relations between goals, measures and 
performance.  
The evaluation may be conducted on the basis of specially developed 
methodology PART (The Programme Assessment Rating Tool). It is a highly 
specialized and standardized type of evaluation, also called performance 
audit. It includes asking 25 basic questions concerning each programme or 
task. The questions are divided into four categories. The first one refers to the  
programme purpose and design, whereas the second one is connected with 
strategic planning and assessment of the correctness of the formulation of 
annual and long term goals. The third section concerns programme 
management and the fourth one relates to the programme or task results, 
which can be shown in a clear and detailed way39. 
Performance audit should be executed in such a way as to enable 
objective assessment and the ability to formulate objective conclusions. They 
ought to be made up in the way that  it would be possible not only to get to 
know the cause of the aberration from the set goal but also to be able to take 
                                                          
37 Ibidem. 
38  B. Filipiak, Efektywność…, op. cit. p. 232. 
39  A. Haber, M. Szałaj, Ewaluacja…, op. cit. p.15. 
